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The Council of OEEC met in Paris at the ministerial 
level on March 9 and 10, and discussed an agenda dealing 
mainly with the readaptation of the Western European 
economy to a new period of scarcity, arising out of re- 
armament demands. A memorandum submitted by the 
Secretary General stressed the need of fighting against 
inflationary tendencies, of increasing production of es- 
sential materials—mainly coal, steel, and food—and of 
pursuing trade liberalization. The Council recognized 
that internal financial stability is at present affected both 
by shortages and by increases in world prices, resulting 
largely from the recent accumulation of stocks. Hence, 
the Council recommended that member countries and 
the United States and Canada take fiscal and credit 
measures to keep demand within the limits of existing 
resources. The OEEC Economic Committee was instructed 
to analyze the present and prospective internal financial 
situation of the member countries. The United States 
and Canada will be requested to supply memoranda on 
their situations. 

The Council approved the raw material report of the 
OEEC Economic Committee, and said that measures 
already taken had been neither very rapid nor very 
comprehensive. It predicted that throughout the Atlantic 
community it will not, in general, be possible to maintain 
civilian consumption or investment at present levels. The 
Council instructed member governments to draw up 
long-term production programs for those raw materials 
which cause either supply or price problems, whether in 
their metropolitan areas or in their overseas territories; 
and it recommended that the United States and Canada 
prepare similar programs. These programs should be 
specific as to quantities and time. The materials which 
the Council believes are likely to be particularly scarce 
are coal, coke, oven coke, iron and manganese ore, iron 
and steel flat products, aluminum, nonferrous metal ores, 
such as sulphur and pyrites, pulp, cotton, artificial and 
synthetic fibers, hides and skins. The OEEC Executive 
Committee was instructed to establish by March 31 the 
raw materials that are to be dealt with in the national 
programs, and to issue directives concerning the prepara- 
tion of the programs. This analysis should take into 
account work done by other international organizations. 


Monetary Policy Measures 

A report in the Monthly Review of the Federal Reserve 
Bank of New York shows that, to fight inflation, foreign 
countries have resorted increasingly to monetary and 
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In addition, the OEEC coal and steel committees were 
instructed to prepare a report on the adequacy of 
measures now taken by member countries to increase 
European coal and steel production. 

The Council also recommended that member countries 
revise their agricultural programs and take all possible 
measures for increasing rapidly the production of those 
food commodities and feedstuffs which are now imported 
from countries outside the Western European community. 
Member countries should communicate to OEEC in detail 
their agricultural programs and the policies to be fol- 
lowed for carrying them out. The OEEC Executive Com- 
mittee will charge the technical committees to study, on 
the basis of this information, all measures to be taken 
to stimulate production and all modifications to be made 
of present programs. In this connection, the problem of 
investments and of the relationship between agricultural 
prices and industrial prices should be kept in mind. 

The Council took no decision on two items on the 
agenda, namely the German deficit vis-a-vis EPU and 
measures suggested by the OEEC in order to liberalize 
trade among the member countries in certain important 
commodities. These two items will be considered in 
April. 

At a meeting of the ECE Economic Committee held at 
the same time in Geneva, nineteen European countries 
agreed on a revised pattern of coal distribution, which 
lowers the estimated deficit for the second quarter of 
1951 from 6.5 million tons to 220,000 tons. This new 
figure was reached by cutting import requirements to a 
bare minimum and by assuming that up to 5 million 
tons will be supplied by the United States. The Commit- 
tee has appealed to producing countries to make a special 
effort to bridge the gap. The revised distribution affects 
12.5 million tons of coal and coke, which is practically 
the total amount of coal moved internationally. This 
implies a revision of some trade agreements. 


Sources: The Financial Times, March 9, 1951, and The 
Times, March 12, 1951, London, England; Le 
Monde, March 10, 1951, Agence Economique 
et Financiére, March 12, 1951, and New York 
Herald Tribune, March 13, 1951, Paris, France. 








credit controls. Central bank discount rates have been 
raised, in several instances for the first time since World 
War II, and there have been concomitant increases in 
commercial bank loan rates. Long-term interest rates 
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have been allowed to rise in several countries, and else- 
where credit restrictions have been imposed, or existing 
controls reinforced. This reliance on credit policy, along 
with heavier taxation, has reflected a reluctance in many 
countries to re-establish comprehensive physical controls, 
such as ceilings on prices and wages, rationing, and 
allocation of scarce materials, in the initial stages of the 
change-over to defense production. 

In most countries, central banks are empowered to 
change reserve requirements, within specified limits, 
when necessary, and use has been made of supplementary 
reserves to limit the expansion of loanable funds. In 
Belgium, France, Italy, the Netherlands, and Sweden, 
commercial banks are required to hold both cash reserves 
and supplementary reserves of government bonds. In 
Mexico, supplementary reserves consist not only of 
government bonds, but also of specified types of loans 
that the authorities wish to promote, thus directing 
credit into desirable channels. In some countries, the 
higher differential reserves are required only against 
increases in deposits. 

Recent foreign monetary policies appear to be based 
on the conviction that credit restraints, to be effective, 
must be accompanied by a measure of flexibility in 
interest rates. The abandonment of rigid support of the 
government bond market in countries that had pre- 
viously pegged government bond quotations has facili- 
tated more flexible operations in the money market to 
meet changing conditions. 

Source: Federal Reserve Bank of New York, Monthly 
Review of Credit and Business Conditions, New 
York, N. Y., March 1951. 


International Materials Conference 

The central group of the International Materials Con- 
ference has been enlarged and made permanent, accord- 
ing to a recent announcement by the U.S. Department 
of State. In addition to the United States, the United 
Kingdom, and France, the new group will consist of the 
Governments of Australia, Brazil, Canada, India, and 
Italy, and representatives from the OEEC and the 
Organization of American States. (See this News 
Survey, Vol. III, p. 261.) 

The Department has also disclosed that ten countries 
have accepted invitations to meet on April 2 to form a 
committee to consider the international allocation of 
wool. These countries are Australia, Belgium, France, 
Western Germany, Italy, New Zealand, South Africa, 
the United Kingdom, the United States, and Uruguay. 
Sources: Department of State, Press Release, Washing- 

ton, D. C., March 16, 1951; The Wall Street 
Journal, New York, N. Y., March 19, 1951. 


Europe 


U.K. Consumption 


Per capita personal expenditure on consumption in 
the United Kingdom in 1950, measured in terms of 1948 
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prices, is estimated at £168, the same as in 1938. The 
corresponding figure for 1946 was £159. These estimates 
cover only actual purchases by consumers; no account 
is taken of the increased consumption of free 
medical, dental services, etc., of the gain to consumers 
through the widening of freedom of choice, or of any 
improvements in quality since 1946. Consumption of 
durable household goods and clothing has increased by 
40 per cent or more since 1946, and of nondurable 
household goods, reading matter, and domestic service 
by 25-30 per cent. Consumption of tobacco has fallen 
by 18 per cent, and of alcoholic drink and entertainment 
by about 5 per cent. The patterns of consumption in 
1938 and 1950 were remarkably similar, with 1950 
showing slight increases in food, fuel and light, reading 
matter, travel, entertainment and miscellaneous services, 
and decreases in alcoholic drink, durable household 
goods, clothing, private motoring, and domestic service. 


Source: London and Cambridge Economic Service, Lon- 
don School of Economics, Bulletin, London 
England, February 1951. 


Swiss Loan to Belgium 

A loan agreement, signed on March 21, 1951, provides 
for a Swiss loan to Belgium of Sw fr 150 million, 
repayable in 16 monthly installments. Under the terms 
of the agreement, Belgium is pledged to ship zinc and 
copper to Switzerland. 
Source: Aneta News Bulletin, New York, N. Y., March 

23, 1951. 


Taxes and Military Expenditure in the Netherlands 

The Netherlands Government has submitted to Parlia- 
ment new tax proposals, which include raising the general 
level of the company tax from 40 per cent to 50 per cent 
on yearly profits over 250,000 guilders (US$66,000). 
Taxes on private business incomes will also be increased, 
the income-receiver paying an additional tax on any part 
of his yearly income in excess of 8,000 guilders 
(US$2,100). 

The Prime Minister has announced that the military 
budget will have to be increased to 1.5 billion guilders 
(US$0.4 billion) in 1951, which is about 50 per cent 
higher than the 1950 figure. One half of the increase 
will be financed by new state loans, the other half by 
increased taxes. Price subsidies will be cut to 175 
million guilders (US$49 million) annually; the corre- 
sponding figure in the 1950 budget was 258 million 
guilders (US$68 million). The 1950 figure, however, 
will probably be found to be less than actual expendi- 
tures on subsidies, because of further increases in import 
prices in late 1950. 


Sources: Agence Economique et Financiére, Brussels, 
Belgium, March 19, 1951; Het Financieele 


Dagblad, Amsterdam, Netherlands, March 20, 
1951. 





FIN: 


Dani 

TI 
reac] 
impr 
of p 
sche 
it is 
sche! 
lowe 
DKr 
citie: 

As 
wage 
III, 
if th 
than 
alcol 
of th 


incre 


Sour 


irlia- 
neral 

cent 
00). 
ased, 
part 
ders 


itary 
Iders 

cent 
rease 
lf by 
. 175 
porre- 
illion 
vever, 
yendi- 
mport 


issels, 
ieele 


h 20, 


FINANCIAL NEWS SURVEY 


Danish Anti-Inflationary Measures 

The four largest political parties in Denmark have 
reached an agreement concerning new measures to 
improve the domestic monetary situation and the balance 
of payments. The measures include a forced saving 
scheme, similar to that introduced last November, which 
it is estimated will yield DKr 200 million. The new 
scheme differs from the old one in that it applies to 
lower income groups, covering taxable incomes above 
DKr 3,000-4,000 in rural districts, and DKr 5,000 in 
cities. 

As the proposed change in the method of adjusting 
wages to the cost of living (see this News Survey, Vol. 
III, p. 286) has been abandoned, wages will be raised 
if the cost of living index in July is 6 points higher 
than in January. The new indirect tax to be levied on 
alcoholic beverages will not be included in the calculation 
of the cost of living index, which determines the wage 
increases. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, March 21, 1951. 


Danish-British Trade 

In discussions between representatives of the Danish 
and British Governments, concerning trade between the 
two countries, the Danish representatives informed the 
British of the recent deterioration in the Danish terms 
of trade and of the difficulties arising from inadequate 
deliveries of British coal, coke, iron and steel, nonferrous 
metals, and chemicals. One result of the meeting is that 
there will be new negotiations on prices of Danish 
agricultural exports, and, in the first place, of butter 
exports, to the United Kingdom. 
Source: Berlingske Tidende, Copenhagen, Denmark, 

March 11, 1951. 


Finnish Budget 

Finland’s budget for 1951, as approved by the Parlia- 
ment on December 20, 1950, estimates total revenues at 
129.9 billion markkas (capital revenues accounting for 
9.1 billion) and total expenditures at the same figure 
(capital expenditures accounting for 28.9 billion). On 
the revenue side, the income and the property tax are 
expected to yield about 28.5 billion markkas, import 
duties 14.5 billion, and the sales tax 37.5 billion. On the 
expenditure side, social services are estimated to absorb 
some 19.9 billion markkas, investment in agriculture 
10 billion, education 11.3 billion, war reparations deliv- 
eries 9.6 billion, and servicing of public debt 13.6 billion. 

The 1951 estimate for expenditures is 29.5 billion 
markkas above the 1950 original estimate of 104.4 billion 
markkas; this original estimate, however, was increased 
subsequently by supplementary budgets authorizing addi- 
tional expenditure of about 29 billion markkas. 
Source: Bank of Finland, Monthly Bulletin, Helsinki, 

Finland, November-December 1950. 


Government Finances in Iceland 

Iceland’s preliminary budget figures for 1950 show 
over-all receipts at IKr 297 million and expenditures at 
IKr 284 million. The Government financed, by a foreign 
loan, imports of ships to the amount of IKr 42 million, 
a transaction not included in the above figure since the 
ships are being resold and the buyers will take over the 
loan. The great improvement over 1949 in the budget 
position, despite a disappointing yield from import taxes, 
is due to the discontinuance of export subsidies on fish 
and a reduction of subsidies on consumer goods. Re- 
ceipts from ad valorem duties, which had been estimated 
at [Kr 78 million, were only IKr 58 million, as imports, 
calculated at the pre-devaluation exchange rate, were 25 
per cent less than in 1949, 
Source: Morgunbladid, Reykjavik, Iceland, February 23, 

1951. 


Foreign Exchange Guarantee in Italy 

A decree has been issued in Italy authorizing a foreign 
exchange guarantee of sterling settlements for purchases 
of machines and equipment from the sterling area. On 
the date that capital and interest payments of each 
sterling settlement become due, the Foreign Exchange 
Office will allocate to the enterprises concerned the 
necessary amounts of sterling against payment in lire, 
at the rate of exchange on the date that the payments 
are due. 


Source: National Institute for Foreign Trade, Informa- 
zioni per il Commercio Estero, Rome, Italy, 


February 8, 1951. 


Greek Budgetary Developments 

Greece’s budget for 1950-51, as originally submitted, 
had estimated total expenditures of 5,245 billion drachmas 
and revenues at 4,300 billion (see this News Survey, Vol. 
III, p. 44). Of the deficit of 945 billion drachmas, 539 
billion was to be covered by the Mutual Program of 
European Defense and 406 billion by ECA counterpart 
funds. Estimated expenditures have since been increased 
by 780 billion drachmas, 580 billion for military purposes 
and 200 billion for civilian requirements (mainly 
refugees’ resettlement, export subsidies, government 
employees’ pay increases). 

Of the additional deficit, it is expected that 300 billion 
drachmas will be covered by an excess of actual revenues 
over estimates, 100 billion by economies in expenditures, 
and 262 billion (US$17.4 million) by an additional allo- 
cation to Greece from the Mutual Program of European 
Defense. The actual additional deficit will therefore be 
about 100 billion drachmas. 


Source: To Vima, Athens, Greece, March 18, 1951. 


Greek Implicit Exchange Rates 

According to data of the Ministry of Trade, the implicit 
exchange rates which Greek exporters actually receive 
from exports through private barter range from 45,700 
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to 46,500 drachmas per U.S. dollar (compared with the 
official effective rate of 15,000 drachmas), and from 
106,000 to 108,500 drachmas per pound sterling (against 
the official effective rate of 42,000 drachmas), depending 
upon the kind of counterpart import. The premiums 
implicit in barter transactions in other currencies are 
equally high. 

Source: To Vima, Athens, Greece, March 20, 1951. 


Western Germany and EPU 

The cumulative deficit of Western Germany with EPU 
had risen by the end of February to $458.3 million. 
The West German Government’s plan to restore the 
German payments position, submitted to the European 
Payments Union on March 12, calls for a cut of nearly 
40 per cent in imports from EPU countries. A revised 
import schedule providing for an inflow of $140 million 
worth of goods monthly from EPU countries, which 
would correspond to the estimated receipts of Western 
Germany, would take effect on June 1, 1951. The pres- 
ent emergency import ban would then be lifted. The 
proposed cuts would be adjusted if export conditions 
improved. The value of West German exports in January 
was $215 million, and in February $231 million. 

Of the new import quota, 40 per cent would come in 
under prevailing trade agreements and 60 per cent under 
the trade liberalization program. The new liberalized 
lists would include 34 categories of goods. Between the 
middle of March and June 1, Western Germany expects 
to receive some $500 million worth of imports for which 
licenses have already been issued but delivery has not 
yet been made. 

As a further stimulus to exports, priority will be given 
for the importation of raw materials for export industries, 
and exporters will be granted tax reductions. A gradu- 
ated sales tax, up to 50 per cent, on certain consumption 
goods is also contemplated with a view to diminishing 
the domestic demand. of the higher income groups for 
nonessential goods. 

The West German Vice-Chancellor has stated that 
German exporters are at present owed the equivalent of 
nearly $160 million, and that the payment of this sum, 
which may be expected by the end of June, will improve 
the German payments position. 

Sources: New York Herald Tribune, Paris, France, 
March 14, 1951; The Financial Times, London, 
England, March 15, 1951; Neue Ziircher 
Zeitung, Ziirich, Switzerland, March 19, 1951. 


Soviet Budget for 1951 

The Soviet Government’s budget proposal for 1951 
was presented to a combined session of the Soviet of the 
Union and the Soviet of Nationalities on March 7, and, 
after the original revenue estimates had been increased 
by 1.6 per cent, was accepted on March 12. 

Total revenues have been set at 458.7 billion rubles 
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(including state loans of 33.5 billion rubles), which is 
8.7 per cent more than actual revenues in 1950; expendi- 
tures are estimated at 451.5 billion rubles, an increase of 
9.4 per cent over 1950. The largest revenue item will 
again be proceeds from the turnover tax, 244.7 billion 
rubles or 53.3 per cent of total revenue. In 1950 turn- 
over tax proceeds had amounted to about 56 per cent of 
total revenue, and in earlier years about 60 per cent. 
This gradual reduction may be explained by the reduc- 
tions of the retail prices of consumers’ goods, which are 
heavily burdened by the turnover tax, and by the elim- 
ination of most of the subsidies paid from the budget to 
industries which suffered losses. The contribution of 
profits of enterprises to the budget has correspondingly 
been increased, and for 195] is estimated at 47.2 billion 
rubles (40.4 billion in 1950). Direct taxes are estimated 
at 43.4 billion rubles compared with 35.8 billion in 1950. 

The most important expenditure item is the cost of 
financing the national economy, 178.5 billion rubles, or 
39.5 per cent of total expenditures. This item includes 
investments in fixed capital, 98 billion rubles (another 
34 billion will be financed by enterprises and economic 
organizations from their own resources) ; working capi- 
tal of enterprises, 5.4 billion rubles (another 5.9 billion 
will be supplied from their own resources) ; major 
replacement works, 29.4 billion rubles; and the prepara- 
tion of new investment blueprints, 3.7 billion rubles. 
Expenditures on social services are estimated at 120.8 
billion rubles, 4 billion more than in 1950. Defense 
expenditures of 96.4 billion rubles represent 21.5 per 
cent of total expenditures; and expenditures on admin- 
istration and justice (14.3 billion rubles), 3.2 per cent. 

Soviet budgetary figures cannot be compared with the 
budgetary data of capitalist states because there is no 
satisfactory conversion factor for expressing ruble values 
in terms of other currencies, and the two types of budget 
differ in their financial and administrative scope. The 
Soviet budget includes many items which represent the 
gross expenditures and gross revenues of large organiza- 
tions; it also includes all local budgets, a large part of 
the profits of all enterprises, and almost all national 
savings. Even if the existence of an appropriate conver- 
sion factor made it possible to compare the absolute 
magnitudes of some individual items in the budgets, in 
value terms, a comparison of the relative importance of 
these items would still be misleading because the Soviet 
budget is swollen by items which do not appear in 
budgets of capitalist states. 


Source: Pravda, Moscow, U.S.S.R., March 8-13, 1951. 


Middle East 


Cotton Prices in Egypt 

Cotton prices in Egypt dropped sharply toward the 
middle of March, the declines being 13 per cent for long- 
staple Karnak and 21 per cent for short-staple Ashmouni. 
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These movements are attributed to rumors of peace in 
Korea, a possible new levy on cotton exports, and, most 
important, to government plans to nationalize part of 
next season’s cotton crop. It was believed that the 
Government intended to requisition at fixed prices 2 
million kantars (1 kantar equals approximately 100 
pounds) from the new crop, partly to cover the needs 
of the local textile industry and partly for export. The 
profits on these operations would be used by the Govern- 
ment to finance social work. When these reports were 
officially denied, selling was reduced and quotations for 
both Karnak and Ashmouni improved slightly. 

Source: Al Ahram, Cairo, Egypt, March 17, 1951. 












































Government Loan in Syria 

The Banque de Syrie et du Liban, a French bank 
which has the sole right of note issue in Syria, has made 
an advance of LS14 million (US$6.35 million at the 
official rate and US$4 million at the free rate) to the 
Syrian Government. The advance is repayable in 10 an- 
nuities of £1.4 million each, starting June 30, 1952 and 
ending June 30, 1961. No information is available regard- 
ing interest charges. The loan agreement authorizes the 
bank to use any advances made to the Government as 
part of its note cover. 
Source: Le Commerce du Levant, Beirut, Lebanon, 


March 14, 1951. 

































































Jordan’s Export Trade 

Jordan’s exports and re-exports totaled JD3.5 million 
in 1950, compared with JD5.7 million in 1949 (JD1 = 
US$2.80). These figures include re-exports of construc- 
tion materials by oil companies (Iraq Petroleum Com- 
pany and Tapline) to Syria, Lebanon, Iraq, and Saudi 
Arabia, which amounted to JD1.5 million in 1950. Syria 
and Lebanon remain the principal markets for Jordan 
exports. In 1950 they purchased about 75 per cent of 
total exports, mainly wheat, barley, sesame, olive oil, 
and raw wool. 
Source: Le Commerce du Levant, Beirut, Lebanon, 

March 14, 1951. 




















lraq-U.S.S.R. Trade Agreement 

Negotiations are in progress for the conclusion of a 
barter agreement between Iraq and the Soviet Union, 
which would provide Iraq with Russian merchandise 
(mainly agricultural machinery, motor cars, newsprint, 
electrical equipment, cotton piece goods, and sugar) in 
exchange for dates, maize, wool, and hides. 
Source: The Iraq Times, Baghdad, Iraq, February 2, 
1951. 












ran Import Regulations 










The Iranian Ministry of National Economy has 
announced that it will continue in 1951 the policy of 
allowing certain imports free of duty and that these 
goods will accordingly not be subject to import quotas. 
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The Ministry has also instructed authorized banks to 
sell exchange and letters of credit as before. 


Source: Ettéla’at, Teheran, Iran, March 20, 1951. 


Trade Between Iran and U.S.S.R. 

On March 20 the Soviet Trade Delegation in Iran 
signed an agreement to purchase 5,000 to 7,000 tons of 
rice. In return, Russia is to supply Iran with loaf-sugar. 
The trade delegation also bought for cash 2,000 tons 
of dates. 


Source: Ettéla’at, Teheran, Iran, March 20, 1951. 


Far East 
Indian Import Control 


The Government of India has announced changes in 
its import control policy in order to facilitate the pro- 
curement of essential commodities. The value of licenses 
for imports in the period January-June 1951 has been 
doubled, and the validity of the licenses extended to the 
end of December 1951. Further, the existing Open 
General License No. 21 has been enlarged to include 
certain essential raw materials. Certain articles for 
which there were no import quotas during January-June 
1951 will now be licensed on a quota basis for import 
from soft currency countries. Finally, certain items 
which were on the Open General License list for import 
from soft currency countries only have been transferred 
to an Open General License for import from all countries. 
Source: The Times of India, Bombay, India, March 13, 

1951. 


Pakistan Taxation 

On March 19 the Finance Minister of Pakistan an- 
nounced that the Government would reduce the income 
tax during the coming financial year. This action is 
the result of a budget surplus of PRs 207.4 million in 
1950. Also, in view of improvements in the balance of 
payments because of larger cotton exports and higher 
prices for Pakistan’s raw material exports, it is proposed 
to abolish all duties on coal, coke, pitch and tar, graphite, 
pig iron, iron alloys, chrome compounds, and some in- 
dustrial minerals. A reduction of duties on some manu- 
factured goods is also recommended. 

Certain tax exemptions are proposed to encourage 
investors engaging in industrial undertakings in the 
next two years. 

Source: The Financial Times, London, England, March 
20, 1951. 


Industrial Corporations in China 

The South China Enterprises Co., Ltd. was formally 
inaugurated in Canton on February 25 along lines similar 
to the Industrial Development Corporation established in 
Peking on September 1, 1950 (see this News Survey, Vol. 








298 


III, p. 147). The initial capital, fully subscribed, is Y 10 
billion, of which 30 per cent is from public funds and 
70 per cent is from private investors. The functions of 
the company will be to invest in productive construction, 
transportation, and public utility enterprises; to purchase 
native products, semi-manufactured goods, imports, and 
commodities for export; to purchase and sell on behalf 
of state-owned trading concerns and cooperatives; and 
to handle water and land transport, warehousing, and 
storage. A similar concern, the Tientsin Investment and 
Trust Co., is expected to commence operating in Tientsin 
at the end of March. 

Source: Far East Trader, New York, N.Y., March 21, 

1951. 


Indo-China’s Foreign Trade 
During January-September 1950, Indo-China had a 

trade deficit equivalent to US$101.8 million, with im- 

ports amounting to $153.4 million and exports to $51.6 

million. The principal suppliers were again France 

($116.8 million) and the United States ($8.6 million). 

The principal importers of Indo-Chinese goods were 

France ($19.5 million), the United States ($9.9 million), 

and Hong Kong ($7.4 million). 

Source: Economic Commission for Asia and the Far 
East, Economic Bulletin for Asia and the Far 
East, Bangkok, Thailand, February 1951. 


Thailand-Japan Trade 

Thailand is planning to increase its imports from 
Japan because of the scarcity of manufactured goods 
from other sources—particularly low-priced goods, which 
Japan can supply. Japanese trade representatives are 
investigating the possibility of exporting tractors and 
other farm machines to Thailand. 
Source: Far East Trader, New York, N.Y., March 7, 

1951. 


Agricultural Development in Thailand 

The Thailand Government has appropriated over 
US$3.5 million in local currency for agricultural de- 
velopment. In addition to work on irrigation, land 
reclamation, insect and rodent control, and rice and 
other crop improvements, provision is made for the trans- 
formation of the existing agricultural college into a 
national agricultural center for rural development. ECA 
has already made available US$112,000 to this college. 
Source: Economic Cooperation Administration, Press 


Release, Washington, D.C., March 14, 1951. 


Philippine-Japan Trade Agreement 

The Philippines and Japan have concluded a trade 
agreement for trade on an open account basis, which 
supplements the terms of the agreement signed in May 
1950. This supplementary agreement increases the total 
value of goods to be exchanged in the trade year ending 
June 30, 1951 to US$50 million; in the earlier agreement, 
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the limit was set at US$34 million. Japanese imports 
will consist mostly of raw materials (iron, manganese, 
chrome, lumber), while the Philippines will import 
capital goods and consumer goods. 


Source: Manila Daily Bulletin, Manila, Philippines, 
March 13, 1951. 


United States and Canada 


U.S. Balance of Payments 

The $3.6 billion increase in 1950 in holdings of gold 
and dollar assets by countries outside the United States 
continued during the first quarter of 1951. The large 
outflow of gold and dollars from the United States re- 
flects not only economic recovery in foreign countries and 
increased ability to compete with U.S. producers, but 
also the rise in U.S. demand for imports, from $9.7 
billion in 1949 to $12.2 billion in 1950. Exports, despite 
transfers of about $500 million under the Mutual Defense 
Assistance Program, declined from nearly $16 billion in 
1949 to $14.4 billion in 1950. As U.S. Government aid 
amounted to $4.3 billion during the year, and private 
gifts and investments totaled $1.5 billion, the export 
surplus of $2.2 billion on goods and services was more 
than offset. Foreign holdings of gold and dollar assets 


STAFF PAPERS 


The third number of Volume I of Staff Papers 
will be available in April. The papers have been 
written by members of the Fund staff, but they do 
not necessarily express the policy or views of the 
Fund, its Executive Board, or its officials. 

Contents of Volume I, Number 3 
The Fund Agreement in the Courts... .Joseph Gold 
The Evolution of the Colonial Sterling 

Exchange Standard H. A. Shannon 
Measuring the Inflationary Significance of 

a Government Budget William H. White 
The Relative Cost of Devaluation and of 

Import Restriction as Instruments for 

Improving the Foreign Trade Balance 

Sidney S. Alexander 
Price Elasticities of Demand for Individual 
Commodities Imported into the United 
Barend A. de Vries 
The Currency and Exchange System of 
Paul Vinelli 
The General Agreement on Tariffs and Trade 

and the Monetary Fund Ervin Hexner 
A Note on Payments Relations Between Latin 

American and EPU Countries. .Fernando A. Vera 
The International Monetary Fund, 1946-1950; 

A Selected Bibliography Martin L. Loftus 

Volume I consists of 3 issues. Subscription, 
US$3.50 or approximately equivalent price in cur- 
rencies of most countries. Single issue, US$1.50. 
Subscriptions and inquiries should be sent to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H St., N.W. Washington 25, D.C. 
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FINANCIAL NEWS SURVEY 


increased during the fourth quarter of 1950 by about 
$920 million, through transactions with the United States. 

The net outflow of U.S. private capital, which was un- 
usually large in the third quarter, declined substantially 
during the fourth quarter, indicating to some extent the 
restoration of stability in international financial relation- 
ships. Private capital funds made available to foreign 
countries during the year were greater by about $400 
million than in 1949, largely reflecting purchases of 
Canadian securities and new deposits in foreign countries. 
Some of these capital movements, especially during the 
third quarter, were made in anticipation of an increase 
in foreign currency values. 

There was a change in 1950 in the form and scope of 
foreign aid by the U.S. Government. While gross foreign 
aid fell from $6.0 billion in 1949 to $4.5 billion in 1950, 
shipments under the Mutual Defense Assistance Program 
became increasingly important during the second half of 
1950 and amounted to $500 million for the year. 

Source: Department of Commerce, Survey of Current 


Business, Washington, D.C., March 1951. 


U.S. Plant and Equipment Expenditures 

U.S. business plans to spend a record $23.9 billion in 
1951 on new plant and equipment, according to a recent 
survey by the U.S. Department of Commerce and the 
Securities and Exchange Commission. The estimated 
expenditure would be 29 per cent above the $18.6 billion 
outlay in 1950 and 24 per cent above the previous peak 
of $19.2 billion in 1948. Plans for expansion are indi- 
cated by all industries, the largest increase, 45 per cent, 
being in outlays by manufacturing companies. Ex- 
penditure plans of transportation companies other than 
railroads are up 41 per cent; railroads, 33 per cent; and 
mining, 30 per cent. Expenditures now planned are 
about 9 per cent higher than was anticipated for 1951 
on the basis of an earlier survey in December. 
Source: The Journal of Commerce, New York, N.Y., 


March 27, 1951. 


(anadian Merchandise Trade 
Canadian foreign trade continued at record levels in 

January and February, the value of both exports and 

imports being substantially above the corresponding 1950 

figures. Import surpluses of $38.4 million in January 

and $37.5 million in February compare with export 
surpluses of $11.8 million and $1.4 million in these 
months in 1950. The change was due mainly to a sharp 
increase in imports from the United States, which caused 
import surpluses with that country of $43.0 million in 

January and $43.6 million in February. 

Sources: Dominion Bureau of Statistics, Monthly Sum- 
mary of Foreign Trade, Ottawa, Canada, Jan- 
uary 1951; The Gazette, Montreal, Canada, 
March 26, 1951. 


Latin America 


Inter-American Defense Conference 


The foreign ministers of the 20 Latin American Re- 
publics are meeting in Washington to discuss problems 
incident to Western Hemisphere mobilization, including 
economic, political, and military measures to further 
mutual defense efforts and to strengthen internal security 
in the hemisphere. The discussions will cover suck 
problems as the allocation of scarce goods and the 
necessity for increased production of strategic materials 
in Latin America. The Latin American representatives 
will seek assurance that adequate U.S. exports of both 
consumer and capital goods will continue despite limita- 
tions on U.S. output, in return for shipments of strategic 
materials needed by the United States. Latin American 
experience on this point during the last war was un- 
satisfactory; large quantities of raw materials were sold 
to the United States at controlled prices, but the return 
flow of goods was limited during the war because of 
U.S. supply shortages. Severe internal inflationary 
pressures were thus generated while, by the time that it 
was possible to use the large gold and U.S. dollar reserves 
built up during the war, rising U.S. prices had seriously 
diminished the purchasing power of those reserves. 
Source: The Washington Post, Washington, D.C., March 

25, 1951. 


El Salvador’s Central Bank Report 


El Salvador’s financial position continues to be strong, 
with high gold reserves and foreign exchange holdings. 
The circumstances under which exchange controls and 
import restrictions are not required have not been 
modified. During 1950 the Central Bank gave primary 
consideration to servicing and reducing the external debt. 
The dollar debt was reduced by $650,000 and the ster- 
ling debt by £72,111. 


Though final figures are not yet available, exports in 
1950 appear to have slightly exceeded 1949 exports. The 
favorable trade balance increased the Central Bank’s 


gold reserves and foreign exchange holdings by $3.86 
million. 


In its credit policy the Central Bank, while responding 
to legitimate demands for credit, has aimed at avoiding 


exaggerated expansion. Total Central Bank credit to 
commercial banks amounted to 147 million colones 
(1 colén = US$0.40). The Government had no recourse 
to credit from the Central Bank. 


Money in circulation increased from 104.30 million 
colones on December 31, 1949 to 128.71 million colones 
on December 31, 1950. This increase was due to ad- 





300 


ditional bank credit, intended to stimulate economic 
development, and to higher costs of production. 
Source: Banco Central de Reserva de El Salvador, 


Memoria, San Salvador, El Salvador, February 
22, 1951. 


El Salvador-Nicaragua Trade Agreement 


In the first week of March, Nicaragua and El Salvador 
signed a trade agreement which establishes free trade in 
a specified list of commodities, organizes a special pay- 
ments system, deals with fair trade practices, traffic, 
transportation, and investments, and provides for various 
administrative measures designed to facilitate the carry- 
ing out of the agreement. 

The specified list of commodities will be enlarged 
progressively with a view toward achieving eventually a 
complete customs union. Articles included in the free 
list will be exempted not only from tariff duties but also 
from other taxes, fees, etc. Excise taxes on production 
or consumption articles in either country will, however, 
also be applied to products imported from the partner 
country. With certain specified exceptions, no quantitative 
restrictions will limit trade in the items included in the 
free list. Products not included in the free list will be 
granted most-favored-nation treatment. 

A clearing arrangement will settle accounts between 
the Central Banks of the contracting countries, and a 
reciprocal credit up to the maximum trade balance be- 
tween the parties will be provided for. The rate of ex- 
change will be based on the par values of the two cur- 
rencies, excluding taxes or surcharges. Accounts will 
be cleared at the end of periods to be agreed upon, and 
outstanding balances will be paid in gold, in U.S. dollars, 
or in a third agreed currency. 

The agreement forbids dumping or the subsidizing of 
exports to the other partner. Investment of capital by 
nationals of either party to the agreement are to be 
granted the same treatment accorded to the investments 
of nationals. 

Sources: La Prensa, New York, N.Y., March 12, 1951; 
Text of the Agreement as published by the 
Ministry of Economy, Managua, Nicaragua. 


Colombian Import Control 


As part of its new trade program, Colombia has pro- 
hibited importations of 1,225 articles. Among the goods 
to be denied entry are luxury items, some food products, 
passenger automobiles, some textiles and wearing apparel, 
ordinary sizes of automobile tires, furniture, leather 
articles, and certain construction materials. 

Source: The Journal of Commerce, New York, N.Y., 
March 23, 1951. 
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Other Countries 


South African Gold Production 


An analysis of gold production by the Transvaal 
Chamber of Mines shows that working costs in December 
1950 reached a record level of 30s. 7d. per ton, though 
the average for the year was only 29s. 7d. To compensate 
for higher costs, the grade of ore milled was raised; as 
a result, working revenue increased to 47s. per ton, the 
average for the year being 46s. 11d. 


Working revenue in 1950 totaled £139.5 million 
(£110.6 million in 1949). When the revenue of £2.] 
million from the premium on sales of gold for industrial 
and artistic purposes is added, total revenue was £141.6 
million. This additional revenue amounted to £649,738 
in the first quarter of the year, £99,927 in the second, 
£534,112 in the third, and £839,770 in the fourth. Addi- 
tional revenue from the premium on sales in 1949 was 
£1.1 million. Since working costs in 1950 rose by much 
less than revenue, the estimated working profits totaled 
£51.1 million (£33.9 million in 1949). Total net dividends 
rose from £16.7 million in 1949 to £24.7 million in 1950, 
Sources: The South African Mining and Engineering 

Journal, Johannesburg, Union of South Africa, 
December 30, 1950 and January 27, 1951. 


Tunisian Trade 


Tunisian trade in the first nine months of 1950 was 
substantially greater than in the corresponding period 
of 1949. Imports increased from 28,177 million francs 
to 35,851 million francs, and exports from 17,123 million 
francs to 29,176 million francs. The increases were due 
partly to higher commodity prices. There was, however, 
also a substantial increase in exports for which crop 
surpluses were principally responsible. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., March 19, 1951. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 





